. CONNECTICUT LEGAL SE’.RVLQEs
A PRIVATE NONPROFIT CORPORATION )
SHIRLEY BERGERT, DIRECTOR, PUSBLIC BENEFITS TASK FORCE
872 MAIN STREET P.O. BOxX 258 WILLIMANTIC, CT 06226-258
TELEPHOWNE (860) 456-1761 EXT.115 OR 1-800-413-7796 (CLIENT TOLL-FREE LINE)
Fax (860) 4567420

E-MAIL SBERGERT@CONNLEGALSERVICES.ORG

SHIRLEY BERGERT

© DIRECTOR OF
PuUBLIC BENEFTTS TASK Force

ANNE [_.OUISE BLANCHARD
LIMIGATION [DIRECTOR

CATHERINE CUSHMAN
CHERYL DIANE FEUERMAN
BET GAILOR

JOELEN J. GATES
REBECCA LOOS

MYKLYN MAHONEY
SAMUEL T.0. NEVES, JR.
ROYAL STARK

WENDY W. WANGHAK
ATTORNEYS AT LAW

CAROLE MASTERS
VOLUNTEER ATTORNEY

THOMAS W. CRATTY, JR.
LAUREL J. FREEMAN
FPARALFEGALS

Luz OsuBA
HERGCILDA RIOS
LEGAL ASSISTANTS

ADMINISTRATIVE, QFFIGE
62 WASHINGTON STREET
MIDDEETOWN, CT 06457
(860Q) 344-0447

AARON BAYER
BoARD CHAIR

STEVEN D), EPPLER-EPSTEIN
EXECUTIVE DIRECTOR

Law OFFICES

211 STATE STREET
BRIDGEPCRT, CT 06604

16 MAIN STREET
MNEW BRITAIN, CT 06051

153 WILLIAMS STREET
MNEW LONDON, CT 08320

¢ 20 SUMMER STREET

STAMFORD, CT 06901

85 CENTRAL AVENUE
WATERBURY, CT 06702

872 MAIN STREET
WILLIMANTIC, CT 06226
SATELLITE QFFICES

5 COLONY STREET
MERIDEN, CT. 06451

52 WASHINGTON STREET
MIDDLETOWN, CT 06457

_ . Comments Regarding Bill #5699
AN ACT PROVIDING RELIEF TO ELECTRICITY CUSTOMERS'
Before the Energy and Technology Committee
March 1, 2011
Prepared by Shirley Bergert!

Recommended Action: Suppoart

This proposal is the only way the legislature con provide immediate rate relief to

consumers.

Bill #5699 proposes a time-limited’.period in which an assessment on the
windfall profits of electric generators would be made to support rate relief.
Generators will still be allowed to earn incredibly high returns: 20% return on
equity plus half of what they earn on top of that. Estimates in 2007 were that
such an assessment would generate $400+ million/year.

Electricity, a necessity for all classes of customers, has become increasingly
unaffordable for many and a drain on economic development. Low income
households are particidarly at risk. There is a significant affordability gap
regarding energy costs for low income households. The average annual shortfall
between actual and affordable home energy bills is nearly $2,100 per household
for households at or below 185% of the federal poverty level, considerably below

the eligibility cap for energy assistance. This gap is well-documented in a recent

report: HOME ENERGY AFFORDABILITY GAP: 2010, p.1, Roger D. Caolton, Fisher,
Sheehan & Colton, January 2011 {available at www.operationfuel.org).

When electric deregulation passed in 1998 — nearly 13 years ago - it was in
anticipation of development of competition among electric generators which was
expected to hold rates down. We now know that deregulated states across the
country have higher rates than their regulated neighbors, and Connecticut has
the highest electricity rates in the continental US.

The lack of competition led to windfall profits, particularly among the baseload
generators that would be subject to this assessment. This power is relatively
inexpensive to produce, but because of the New England regional bid system,
these generators are paid at the same rate as the highest generation bid

purchased in the system. Credible estimates put the windfall profits at over a 50% -
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return on equity for some generators, a stunning level of profit during the worst depression since the
1930s.

Generators could minimize their windfall profits assessment by reducing profits to more appropriate
levels, for example by selling its electric output to CL&P or Ul at prices substantially below the prevailing
inflated market price. This would bring electricity costs to consumers closer to the cost of production
like we had under regulation. But even where a generator had to pay an assessment, it would still have
been permitted io earn at least a 20% return on equity, a high rate of return generally that.is about
double what utilities are allowed to earn, and exceptional particularly in these economic times.

For these reasons, we urge your support of this proposal, the only way to provide immediate rate relief
to electric consumers.




